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THE CASE AGAINST DOUBLE TAXATION 
DIVIDENDS AT NEW PEAK 




















THE 


FIRST 
STATE 


. NE of Delaware’s nicknames— 
vag the “First State” (the other 
“being “Diamond  State”)—em- 

phasizes, of course, that it was the 
first of the 13 original states. 

Even though Delaware is small- 
er than all but one of the states, it 
can’t be disputed that it is first in 
one important respect—the num- 
ber of listed companies incorpo- 
rated under its laws. 

Recently, one-third of all en- 
terprises having shares listed on 
the “Big Board”—365 out of 
some 1,100—were incorporated 
in Delaware. 

New York was second when the 
latest count was made, with 142 
listed companies incorporated 
therein; followed by New Jersey, 
90; Pennsylvania, 64; Illinois, 
39; and Maryland and Michigan, 
37 each. 

Why did so many companies 
select Delaware when the time 
came to incorporate? 

For many years, the corporate 
laws of Delaware were more liberal 
than those of many other states— 
and were more flexible. And, the 
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domiciliary tax rate was also low. 

At least 11 states—Alaska, Ar- 
kansas, Hawaii, Idaho, Nebraska, 
New Hampshire, North Dakota, 
Oregon, South Dakota, Vermont 
and Wyoming—hadn’t a single 
listed company incorporated un- 
der their laws recently. 

Another seven—Alabama, Ari- 
zona, lowa, Montana, New Mex- 
ico, South Carolina and Tennes- 
see—could boast only one listed 
company incorporation. 

Foreign countries where listed 
enterprises are incorporated in- 
clude Africa, Canada, Cuba, Eng- 
land, Italy, Mexico, The Nether- 
lands and The Philippine Islands. 

More than a dozen listed com- 
panies — notably railroads — are 
incorporated in two or more 
states. The New York Central 
Railroad, for instance, was incor- 
porated in New York, Pennsyl- 
vania, Ohio, Indiana, Illinois and 
Michigan. The reason this and 
other carriers incorporated in sev- 
eral states was that, years ago, 
some state laws forbade “foreign” 
railroads to operate within their 
borders, thus serving to create hy- 
dra-headed corporations. ' 

One listed company, incidentally 
—Texas & Pacific Railway Co.— 
was Federally-incorporated by Act 
of Congress. 
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DO WE WANT AMERICA 
TO KEEP GROWING 





HE trouble with prosperity is 

that after we have had it for 
a while we take it for granted. 
We forget what created it. There 
comes a terrible temptation to 
think that we can have it without 
working for it—without going 
through all the painful steps of 
self-denial, saving, investment, 
risk and experimentation that are 
its real foundation. 

We begin to take the golden 
eggs for granted and to ignore 
the care and feeding of the goose. 

Witness the recent attempts to 
repeal the modest start that Con- 
gress made in 1954 toward elimi- 
nating the double taxation of cor- 
porate dividends. The 1954 law 
eliminated income taxes on the 
first $50 of dividend income and 
permitted a 4 per cent credit on 
the rest. 

Out of every $100 that a cor- 
poration earns, it must pay $52 
in corporation income tax. If it 
distributes the remaining $48 in 
dividends, the stockholders are 
taxed again. Except for the minor 
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—OR DON’T WE? 


By G. Keitu Funston 


President, New York Stock Exchange 


relief extended by the 1954 law, 
the $48 is subject to at least a 
20 per cent tax rate even if the 
stockholder is in the very lowest 
tax bracket. Thus it dwindles to 
$38.40. For an investor in the 
highest personal tax bracket, the 
$100 of corporate earnings may 
shrink to as little as $6.24. 

Industry, economists and _in- 
vestors felt that Congress in 1954 
was saying, “Yes, we have studied 
the present system and we know 
that it is unfair and inefficient. 
It is unfair because it singles out 
corporate earnings as the only 
thing in the world on which fed- 
eral income taxes have to be paid 
twice. It is inefficient because it 
discourages investment by indus- 
try—investment which is essen- 
tial if our country is to grow and 
prosper. So we're going to take 
one small step in the right direc- 
tion this year, and as soon as pos- 
sible we'll take some more.” 

Now what has happened since 
Congress made its 1954 decision? 

Somewhere close to 5,000,000 
Americans who never before own- 
ed a single share of stock have 
put some of their savings to work. 
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In 1954 we had fewer than 7,500,- 
000 shareholders in American in- 
dustry. Today we have 12,490,000, 
plus an estimated 1.4 million own- 
ers of private corporations. We 
have the most broadly owned, most 
dynamic people’s capitalism ever 
seen on the face of the earth. 
American corporations — sus- 
tained by our record pool of capi- 
tal, able therefore to put a record 
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amount of plant and tools behind 
each worker—have become more 
efficient than ever before in his- 
tory. In so doing they have in- 
creased their earnings and the 
taxes they pay on their earnings. 

As corporate earnings went up, 
so did the amount of dividends 
paid, In the five years beginning 
with 1954, American corporations 
distributed an average of over 
$2.5 billion a year more in divi- 
dends than in the previous five 
years, 

Because the total sum of divi- 
dends increased, it turned out 
that the action of the 1954 Con- 
gress had actually resulted in 
more revenue to the government. 
It had been estimated that the 
1954 law might reduce revenues 
by around $350 million a year, 
and presumably Congress felt that 
this was a small price to pay for 
a more equitable tax law. Since 
the new law has been in effect, how- 
ever, Treasury income from taxes 
on dividends has been about $200 
million a year higher than before 
the new law was enacted. 

Naturally, a great many other 
factors besides the 1954 tax law 
have contributed to our recent 


progress. The effect of the law. . 


however, should by no means be 
ignored. Raising a tax too high 
hurts the economy and eventually 
results in a loss of revenue. Low- 
ering an unfair tax almost always 
results in increased prosperity 
and increased revenues. 

There can be no question that 
the action of Congress in 1954 
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U.S. TREASURY 
INCOME 
from taxes on 
dividends has 

risen by 
%200 MILLION 


created a new kind of national 
climate favorable to business in- 
vestment. Having been relieved 
of one shackle, investors could 
naturally expect to be relieved of 
others in the future. They were 
not asking any special favors; 
they were merely asking to be 
treated fairly and squarely like 
any other taxpayers—and the 
1954 law seemed to promise this. 
What has happened since 1954 
has been wonderful. The logical 
question is: Why not take another 
step? Why not, for example, ex- 
empt at least the first $100 of 
dividends and give at least a 
10 per cent credit on the rest? 
Even this would still leave the 
great bulk of corporate dividends 
subject to the double tax. It 
would come nowhere near totally 
eliminating double taxation and 
all its evils. It would not even 
begin to approach the progress 
made in Canada, which started 
with a 10 per cent credit on divi- 
dends and was so encouraged by 
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the results that it lifted the credit 
to 20 per cent. 

We took one small step in 1954 
and it worked. Yet recently some 
of our legislators have been urg- 
ing that we take a step back. Let 
me caution them that there is a 
grave risk of stepping back far- 
ther than they intend. The psycho- 
logical lift that the 1954 law gave 
to industry and investors was al- 
most astounding. Withdrawing this 
encouragement by repealing the 
1954 law could have equally star- 
tling and this time highly unpleas- 
ant results. 

As bright as the record of 
growth of the American econ- 
omy has been since 1954, we must 
not delude ourselves that this 
growth is bound to continue—or 
indeed that it has even been as 
fast as it needs to be in this highly 
competitive modern world. 

Too much of our industrial ex- 
pansion has been financed by bor- 
rowing—some $180 billion in new 
corporate bond issues and loans 


since the end of World War II. 
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Too little has been financed by 
the good old-fashioned method of 
buying a share of the company 
and taking the chances of profit 
or loss. A corporation with a 
heavy debt on which interest pay- 
ments have to be met regularly 
can get into trouble if it encoun- 
ters serious reverses. 

For newer and small companies 
just trying to get established, the 
lack of equity capital can be fatal. 
And when the day comes that it 
is impossible to start a new cor- 
poration in America, that is the 
day American progress will grind 
to a halt. 

Well over half the goods we as 
a nation enjoy today, well over 
half the jobs that we as a nation 
hold, are the contribution of cor- 
porations that did not exist at the 
start of this century, at least not 
in anything like their present 
form. 























To continue our progress, we 
shall need more capital from our 
present investors, and we shall 
need many millions of new in- 
vestors as well. 

Let’s get it straight for once 
and all. Prosperity is not an ac- 
cident—it is the result of a highly 
efficient and constantly progress- 
ing industry fed by vast sums of 
venture capital. 

We cannot have the prosperity 
without the capital, and we can- 
not have the capital unless we 
give investors a fair chance for 
profit. 

The double taxation of cor- 
porate dividends is one of the 
most unfortunate accidents that 
ever occurred in our tax system. 
It is a totally unfair tax—and it 
discourages the very thing we 
need for our continued prosperity, 
which is a high level of invest- 
ment in the ownership of industry. 

We are faced here with a sim- 
ple question: Do we want our 
nation to keep growing or don't 
we? 

If we want to stop growing, 
one of the quickest ways is to 
repeal the $50 exemption and 
4. per cent credit on dividends. 


If we tell stock investors that we 


regard them as fair game for double 
taxation—if we tell them we in- 
tend to treat them as the most un- 
worthy and most highly penal- 
ized taxpayers of all—then heaven 
help the bright young Henry Ford 
or Thomas Edison who needs 
some backers for a company of 
the future. 
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BACKBONE 
OF THE MARKET 





























enemas such glamour issues 
as the equities of enterprises 
producing guided missiles, solid 
fuels, rare metals, wonder drugs 
and electronic products usually 
rate the headlines, a hard look at 
the sober, unromantic facts demon- 
strates conclusively that: 

Utility shares are the back- 
bone of the stock market! 

The Census of Share Owners— 
which disclosed that the number of 
individuals owning shares of pub- 
licly-held corporations had soared 
to an unprecedented 12,490,000 
early this year from only 8,630,- 
000 early in 1956 — didn’t of 
course, reveal what proportion of 
those investors owned utilities, 

But, the supporting facts clearly 
pointed up the importance of util- 
ity shares: 

Early this year, listed utility 
company stockholders of record 
numbered 5,318,513, representing 
24 per cent of the total number of 
stockholders of record for all com- 
panies on the “Big Board.” 
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No industrial group had _ half 
that number of stockholders of 
record, and only seven groups in 
all topped the million-mark. 

The seven leading classifications 
— utilities, petroleum & natural 
gas, automotive, chemical, machin- 
ery & metals, food products & bev- 
erages and railroad & railroad 
equipments — had a total of 14,- 
214,221 stockholders of record, or 
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65 per cent of all stockholders of 
record for all listed companies. 


number of individual share owners, 

















In the table, for instance, the am 

The total for all listed companies figure of 5,318,513 utility stock. hol 
grew to 21,853,692 early in 1959 holders of record is not a true re- or 
from 18,126,004 thirty-six months flection of the number of individ. The 
earlier, a gain of 21 per cent. ual share owners, Many such in- on 
However, in terms of “real” dividuals are stockholders of rec- one 
change—eliminating issues listed ord of more than one utility. So, to N 
and delisted since 1956—the in- that extent, the total includes du- rect 
crease was only 18 per cent. plications. Nevertheless, the num- one 
There is, of course, a vast dif- ber of individuals owning. this Sha 
ference between the total stock- group of equities is probably much ind 
holders of record and the total larger than indicated. I 
COMMON STOCKHOLDERS OF RECORD BY INDUSTRY, GROUP 

1959 1956 _ls 

Per Cent Per 

Industry Groups Number of Total Number of 1 
PEED | va cheats Rhee’ sie wad weds 514,746 2.3 441,929 2.4 
OS re eer ee 411,871 1.8 402,930 y 
I og cil arb ase'6. 0 aw mee anihe 1,708,302 8.0 1,497,719 8.: 
EN oss enracootasneeas 332,717 1.5 244,329 | 1. 
NE tae ate ha sie ix eat hip eee al 1,689,710 8.0 1,328,878 | 7.4 
Electrical Equipment ............... 882,701 4.0 691,016 3. 
IEE 6.6 Scar occ cceerenees 171,550 0.8 159,579 0.5 
re he cla a & ale aakiie @rels 761,019 3.5 473,424 2. 
Food Prod. & Beverages............ 1,037,533 4.7 938,938 5.2 
Leather & Leather Prod. ............ 74,321 0.3 58,505 0.: 
Machinery & Metal ............... 1,120,401 a 826,560 46 
CR Rate bb as ese sh ese crane new’ 609,248 2.8 517,422 2.8 
IN 6.55 bo sn: 5 9:0 nin sare cuy 149,308 0.7 96,017 0.5 
Paper & Publishing ................ 305,405 1.4 293,467 1é 
Petroleum & Natural Gas........... 2,316,832 10.6 1,904,348 10.5 
RR and RR Equipment .............. 1,022,930 47 904,030 5. 
I Solo odd. Rien ack eS wwe 50,666 0.2 43,250 0.2 
ee te 888,837 4.0 714,59), 3.5 
SR Ee ae, ee wen 144,692 0.6 122,622 0.7 
Shipbuilding and Operating......... 32,147 0.1 28,129 0.2 
MPM WN oo od-did. owen waa Ha seen 995,771 4.6 722,420 4.0 
NE Fats oop tian acain dome Sage ee 260,508 1.2 221,156 1.2 
EES Arr anak Sa Bea ee er 295,081 1.3 280,409 1 
I ook cdot g chica old ons aisle ea one 5,318,513 24.4 4,583,439 25.4 
NN es ia wig dale genie 199,269 0.9 155,845 0.9 
U. S. Cos. Operating Abroad........ 177,275 0.8 160,385 0.9 
SS a os ae, Decree 382,339 1.7 314,667 1.7 
SS Ae Oe ee = re 21,853,692 100.0 18,126,004 100.0 

* Excludes issues listed and delisted since 1956. less than 
el 








THE EXCHANGE 





AUG 





A single brokerage firm, for ex- 


panies recorded the greatest gain 


e ample, may be registered as the —6] per cent—in stockholders of 
> holder of shares owned by scores, record during the past three years. 
2. or hundreds, of its customers. But, nearly half of this increase re- 

These individual holdings appear sulted from Transamerica’s spinoff 
1: on the company’s books as only of its banks to Firstamerica Corp., 

one stockholder of record. which automatically added some 
0 Moreover, in the stockholder of 120,000 stockholders of record to 


- 
is 


record figures a joint account is 
one owner; whereas the 1959 
Share Owner Census counted each 


the financial classification. 
In terms of real change, office 
equipments led the parade, with 


h individual in such accounts. 


a 56 per cent gain; followed by 
Proportionately, financial com- 


steel and iron, 39 per cent. 





— 
el 


ystRY) GROUPS—EARLY 1956 AND EARLY 1959 








6 _1956 _ “Real” Change* 

Per Cent Overall Per Cent Issues Listed Per Cent 
ber of Total Change Change Both ‘56 & ‘59 Change 
929 | 2.4' + 72,817 +16 + 59,206 +13 
930 | 2.2 + 8,941 + 2 + 1,227 ¢ 
719 =| 8.3 + 210,583 +14 + 214,327 +14 
329 | 1.3 + 88,388 +36 + 58,178 +24 
878 | 7.4 + 360,832 +27 + 333,331 +26 
016 3.8 + 191,685 +28 + 148,197 +22 
579 0.9 + 11,971 + 8 + 11,971 + 8 
424 2.6 + 287,595 +61 + 71,073 +15 
938 5.2 + 98,595 +11 + 111,697 +12 
505 0.3 + 15,816 +27 + 14,864 +26 
560 | 4.6 + 293,841 +36 + 234,667 +29 
422 2.8 + 91,826 +18 + 70,700 +14 
017 0.5 + 53,291 +56 + 53,291 +56 
467 1.6 + 11,938 + 4 + 47,674 +19 
348 10.5 + 412,484 +22 + 424,742 +23 
030 5.0 + 118,900 +13 + 123,391 +14 
250 0.2 + 7,416 +17 + 5,597 +13 
591, 3.9 + 174,246 +24 + 176,194 +25 
622 0.7 + 22,070 +18 + 19,653 +16 
129 0.2 + 4,018 +14 + 4,018 +14 
420 4.0 + 273,351 +38 + 276,877 +39 
156 1.2 + 399352 +18 + 37,578 +17 
), 409 1.5 + 14,672 + § + 14,672 + 5 
},439 25.4 + 735,074 +16 + 673,255 +15 
5,845 09 + 43,424 +28 + 36,951 +25 
),385 0.9 + 16,890 +12 + 19,963 +13 
1,667 1.7 + 67,672 +22 + 50,229 +16 
5,004 100.0% + 3,727,688 +21% + 3,293,523 +18% 

less than Yo of 1%. 
a ae 
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SHARES 
COME ON 
MARKET 


ORTH AMERICAN Car CORPORA- 
N TION, Chicago, became a listed 
company on June 30. 

Trading in its 1,340,494 shares 
of $5-par value common. stock 
(ticker symbol: NOA) began that 
day, with the initial sale recorded 
at a price of $40.25. 

The present company, incor- 
porated in Illinois January 23, 
1926, but tracing its history back 
to 1907, is the third largest private 
car company in this country. It 
leases specialized types of railway 
cars—particularly tank, refrigera- 
tor and covered hopper cars—to 
shippers and railroads in the 
United States, Canada and Mexico. 

It has nine shops for the con- 
struction, repair and maintenance 
of its own cars, and does some 
repair work for other car lines 
and for railroads. At the year-end, 
it was operating 14,462 cars. Em- 
ployes number about 575. 

Last fall, North American Car 
acquired Alexander Chemical Co. 
to capitalize on the growth of in- 
land water transportation. This 
acquisition brought the company 





NORTH AMERICAN CAR 








164 acres of land strategically lo- 
cated on the waterway that links 
the Great Lakes-St. Lawrence Sea- 
way with the Mississippi River sys- 
tem. A main line railroad runs 
through the property and main 
highways connect it with the 
Greater Chicago area. A tank farm 
is being developed on this prop- 
erty for in-transit bulk storage. 

For the first quarter of this year, 
operating revenues, sales and mis- 
cellaneous income increased to 
$4,460,773 from $3,990,361 in the 
corresponding three months of 
1958; while net income rose to 
$713,682, or 53 cents per common 
share, from $648,458, or 48 cents 
per common share on a compar- 
able basis. 


North American Car, which re- 


funded its preferred stock at mid- 
year 1958, split its common 2-for-1 
in April this year. 

Quarterly dividends on com- 
mon, now owned by some 2,500 
share owners, have been paid with- 
out interruption since 1943. The 
most recent payment was 25 cents 
per share on June 10. 


THE EXCHANGE 




















tio! 





















THE OUTBOARD 


MOTOR 


AT WORK AND AT PLAY 





HE outboard motor has attained 
isan and stability, not only 
as a product, but as an industry, 
during the past ten years. Recrea- 
tional boating, which has tripled 
its fleet during this period, owes 
most of its progress to the in- 
creased utility, dependability and 
economy of the outboard, which 
today propels a large majority of 
the boats in this vast armada. 

The small outboard power pack- 
age of a half-century ago has 
so grown in versatility and power 
that today it literally provides a 
“way of life” for millions of Amer- 
icans, and a “means of livelihood” 
for millions of others throughout 
the world, In addition to powering 
the inexpensive family cruiser, it 
provides a speedy tow for water 
skiers, and propels the fishing boat 
on both salt and fresh waters. It 
also provides economical power 
for a wide variety of commercial 
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By WitutaM C, Scott 
President, 


The Outboard Marine 


Corporation 


craft, which has resulted in an 
actual improvement in the basic 
economy of several small nations 
by offering improved methods of 
commercial fishing, lumbering, 
transportation, communications. 

The growth of the outboard in- 
dustry during the past ten years is 
a matter of statistical record. This 
decade has seen the recreational 
boating fleet grow from 2,500,000 
craft to more than 7,500,000. The 
retail expenditures by boatmen, 
during this same period, rose from 
$780,000,000 in 1949 to $2,085,- 
000,000 in 1958, and the 1959 
sales indicate there will be a notice- 
able increase this year. 

The forecast for the future, com- 
piled by the Outboard Boating 
Club, an organization supported 
by the industry, indicates that the 
recreational fleet will number more 
than 12,000,000 boats by 1969, 
and the annual boating bill will 
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William C. Scott joined Outboard Marine Cor- 
poration in 1942 as purchasing agent for the 
Johnson Motors division. Ten years later he 
was named manager of the Evinrude Motors 
Division and elected to the Board of Directors. 
Mr. Scott was appointed executive vice presi- 
dent and general manager of Outboard Marine 
in 1955 and in January of this year he was 
elected president and general manager. 

Mr. Scott was graduated from Harvard in 


1934, cum laude. He is 47 years old. He was a director of the Na- 
tional Association of Engine and Boat Manufacturers for six years. 





average at least $3,500,000,000. 
This estimate, computed on the 
basis of normal increase, puts the 
number of boating participants ten 
years hence at approximately 
60,000,000 persons, as compared 
to the 37,000,000 who now actively 
participate in these activities. 

The financial impetus of this 
growth, which affects the manu- 
facturers of outboard motors, boats 
and marine equipment, as well as 
fuel companies and operators of 
boating facilities, is clearly reflect- 
ed in the financial reports of the 
Outboard Marine Corporation over 
the past decade. This company, the 
only one deriving its major income 
from recreational boating that is 


listed on the New York Stock Ex- 





change, sells the major portion of 
outboard motors throughout the 
world. In the fiscal year ending 
Sept. 30,,1949 the net sales of Out- 
board Marine were $26,951,000. 
In 1958 the total reached $158,- 
713,000, an increase of almost 500 
per cent over a nine-year period. 

The 1959 sales (over the first 
three quarters of the fiscal year) 
indicate that the optimistic fore- 
cast for the year was justified, for 
the third quarter sales of Outboard 
Marine were the largest for an 
quarter in the company’s history. 

Consolidated net sales for tht 
third quarter of 1959 amounted 
to $62,697,579, with earnings at- 
taining a new high of $7,457,077 
or $.95 per share. The highest pre- 


vious quarter in sales was in 1958,’ 


when the total was $54,389,443, the 
earnings $5,186,197, or $.66 per 
share. The 1959 quarter shows an 
increase in sales of 15.27 per cent 
over the 1958 period. 

Several recognized factors con- 
tributed to the phenomenal growth 
of boating during the past ten 
years. These include increased 
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leisure time, a definite shift in 
public interest from spectator to 
participant sports, the develop- 
ment of the inexpensive outboard 
cruiser and large runabout, and 
the increased utility, dependability 
and horsepower of the outboard 
motor. 

There were certain financial 
aspects which had a definite bear- 
ing on the progress of recreational 
boating activities, including an in- 
crease in what economists term 
“discretionary” or “disposable” in- 
come—the excess remaining after 
taxes and subsistence. That large 
portions of this income were di- 
verted to boating may be attributed 
to the very nature of the activity, 
which offered opportunities for 
the entire family to participate, 
not only in cruising, but in the 
allied activities such as water ski- 
ing, skin diving, fishing, and simi- 
lar diversions, In many areas the 
“family boat” attained equal status 
with the family car, and the boat 
trailer opened up new and wider 
horizons for the boating family. 

The development of new loan 
policies in banking unquestion- 
ably had an effect on boating’s 
growth during the past five years. 
Many banks that previously ex- 
cluded boat loans are now compet- 
ing for the boatman’s business. 


Today such loans have been ex- 
tended to take in marine dealers, 
who are able to obtain loans to 
finance their inventories of boats, 
motors and marine equipment. 
The banks did not change their 
policies over-night, but acted only 
after extensive research into the 
potential risk, A survey by the 
Manufacturers Trust Company of 
New York resulted in findings that 
were typical: “Boat owners, pay- 
ing for their boats on the install- 
ment basis, represent the finest 
credit risk in the experience of 
most bankers”. Today, almost 500 
banks in 45 states have recrea- 
tional boating finance programs. 
The growth of boating is more 
remarkable in the light of the gen- 
eral conditions that pertained when 
the activity showed its initial im- 
petus. There was a definite lack 
of adequate marine facilities such 
as docks, servicing installations 
and marinas, but these installations 
are literally being created every 
day, and new recreational water- 
ways are being opened up almost 
every month, Each year finds addi- 
tional boating areas in states 
where, in the past, boating was 
limited. The erection of huge dams 
and the creation of artificial lakes 
will create about five million acres 
of new waterways during the next 








eight years, and access roads are 
now being constructed to waters 
formerly inaccessible. 

An additional stimulus to boat- 
ing was the incorporation of a 
boat-owner’s service organization, 
which performs services similar to 
but broader in scope than those pro- 
vided by the American Automobile 
Association. This organization now 
covers Atlantic coast ports and 
will expand westward during 1960. 

Despite the great increase in 
boating activity the accident rate 
has decreased rather than accel- 
erated. In 1949 the casualty rate 
for outboard boating was 4.7 per 
10,000 motors in use. By 1957 this 
rate had dropped to 2.4 per 10,000, 
a decrease of 49 per cent. 

The boating industry has not 
ignored its responsibilities in the 
matter of standards, or product 
improvement. Most of the major 
manufacturers allocate a substan- 
tial portion of their income to re- 
search and engineering, with the 
view of providing a better product, 
perferably at a lower price. Sev- 
eral members of the industry have 
devoted careful attention to the 
development of an _ educational 
service for novice boatmen, cover- 
ing matters ranging from boat and 
motor purchase, to methods and 
practices of safe boat handling. 
The Evinrude and Johnson Divi- 
sions of Outboard Marine Corpo- 
ration, for example, have produced 
booklets, brochures and assorted 
visual aids to promote the comfort, 
economy and safety of boating. 

The industry has developed its 
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standards in the light of techno- 
logical advances, to insure that 
every advantage is taken of new 
and improved materials. This pol- 
icy has tended to stimulate rather 
than retard progress. Every effort 
also has been made to oppose the 
introduction of unsafe and imprac- 
tical products, which otherwise 
would discourage public interest in 
this still-growing activity. 

In the half-century that has 
elapsed since Ole Evinrude sold 
his first “detachable rowboat mo- 
tor” the outboard has evolved 
from a noisy, fume-belching, one- 
cylinder device that pushed a row- 
boat along at five miles an hour, 
to an electric-starting, streamlined, 
quiet, efficient power plant that has 
driven boats to a speed in excess 
of 100 miles per hour. The modern 
outboard motor is designed to 
propel craft ranging from a small 
canoe to a thirty-foot cruiser, and 
the efficient and economical two 
cycle engines are available in a 
range from 114 to 75 horsepower. 

The major contribution of the 
outboard motor, in a social sense, 
is that it has brought boating 
within the easy financial grasp 
of individuals in almost every in- 
come bracket. 

The proverbial admonition of 
Wall Street’s late “J.P.,” that 
“the man who wants to know 
what a boat costs should never 
own one” is now being ignored by 
millions, all of whom testify to 
the sound basis of the optimistic 
outlook of the outboard industry 
for the next decade. 
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N less than 60 years, The Ken- 

dall Company, Boston, has 
grown from a one-plant operation 
to a major enterprise with 7,000 
employes, 350 salesmen, more than 
a dozen domestic plants and three 
foreign installations. 

Trading in its 1,015,000 shares 
of $16-par value common stock 
(ticker symbol: KEN) began on 
the Stock Exchange June 29, with 
the initial sale recorded at $62.50. 

A major producer of surgical 
dressings, related health products 
and both grey and finished tex- 
tile specialties, Kendall also manu- 
factures foam rubber-coated fab- 
rics, nonwoven fabric specialties, 
elastic goods, pressure sensitive 
industrial tapes and polyethylene 
tape coatings for natural gas and 
oil pipelines. 

Principal trade-name products 
of the company include “Bauer & 
Black,” “Bracer,” “Bike,” “Blue 
Jay,” “Curity” and “Curad.” 
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KENDALL 
COMMON 


Domestic plant locations in- 
clude Chicago, Ill.; Akron, Ohio; 
Charlotte, N. C.; Albertville, Ala.; 
Edgefield, Bethune, Camden, New- 
berry, Pelzer and Seneca, So. 
Carolina; Franklin, Ky.; and Wal- 
pole and Griswoldville, Mass. For- 
eign installations are in Canada, 
Mexico and Cuba. 

Kendall spends over one million 
dollars annually on advertising, 
and employs more than 100 peo- 
ple in a continuous research and 
development program designed to 
create new products and broader 
markets. 

For the 12 weeks ended March 
21, 1959, sales spurted to $25,- 
896,000 from $23,674,000 in the 
corresponding 1958 weeks; while 
net earnings improved to $857,- 
000, or 81 cents per common 
share, from $673,000, or 63 cents. 

Kendall’s common share own- 
ers, now totaling more than 3,700, 
have received quarterly cash divi- 
dends continuously since Decem- 
ber, 1945. Previously, semi-an- 
nual disbursements had been made 
since December, 1939. 

In recent quarters, payments 
have amounted to 50 cents a com- 
mon share—the latest one on 
June 15, this year. 













STOCK MARKET 
SIDELIGHTS 








ARLY in 1956, The Exchange 
E, made a survey of sudden, one- 
day fluctuations in the stock mar- 
ket over the preceding twenty years 
—from 1935 through 1955. Objec- 
tives of the study were to figure 
out what kind of news develop- 
ments the market was most sensi- 
tive to, and to determine if a clear 
relationship existed between the 
market’s main trend and unex- 
pected, sharp price swings. 

The study produced some pretty 
clear-cut answers to those ques- 
tions—and also to an unasked 
question: Had the stock market— 
as measured by the averages—be- 
come more stable or more volatile 
over the years reviewed? 

A new study by The Exchange 
Magazine has produced additional 
evidence indicating that one-day 
changes in the price level have 
little if any effect on the stock mar- 
ket’s main trend. 

And the new study—covering 
the period 1956 through mid-1959 
—reaffirmed an earlier conclusion 
that the immediate impact on the 
market of sudden unfavorable 
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news appears greater than that 
of favorable developments. 

The results of both studies are 
consolidated in the accompanying 
table. 

Basis for measuring a substan- 
tial advance or decline in the mar- 
ket was a day-to-day change of 
2 per cent or more in the Dow- 
Jones average of 30 industrial 
stocks. Over the 25 years tabulated, 
declines totaled 138; advances, 93. 

Percentage changes in the Av- 
erage, rather than point changes, 
were used as a gauge of stability 
because of the wide range over 
which the D-J Average has moved 
in the period studied. In 1935, 
for instance, the Average dropped 
below 100; while at the close of 
the market June 30 this year it 
was 643.60. A two-point change 
in 1935 would scarcely be com- 
parable to a two-point change 
today. 

The 1958 to mid-1959 market 
was an unusual one on several 
counts, Prices on average started 
upward early in April last year 
and kept on advancing. Time and 
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again, the D-J Industrial Average 
scored an historic high. Volume 
of trading in 1958 was the fourth 
highest on record. 

Yet only on one day during 
those 18 months did the market ad- 
vance or decline 2 per cent or 
more. That was on November 24, 
when there was a decline of 2.62 
per cent. On an annual basis, the 
1958 market scored a net gain of 
34 per cent, the second largest per- 
centage advance in the past two 
decades. In the following six 
months it advanced 10.3 per cent. 


On the other hand, prices in the 
1957 market declined for the first 
six weeks, rose steadily to mid- 
year and then retreated to post a 
net loss of 12.8 per cent. 

The market that year advanced 
or declined 2 per cent or more on 
eight days—-five declines and three 
advances, including a whopping 
4.13 per cent rise on October 23, 
one of the steepest in recent years. 

Not once in 1956 did _ prices 
show a variation of 2 per cent or 
more, which had happened only 
four times in the previous 21 years. 





25-YEAR RECORD OF DAYS D-J INDUSTRIALS 
ROSE OR FELL 2 PER CENT OR MORE 
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Year-End Annual 
D-J Average Change 
643.60* up 10.3%* 
583.65 up 34.0% 
435.69 — 12.8% 
499.47 up 2.3% 
488.40 up 20.8% 
404.39 up 44.0% 
280.90 — 38% 
291.90 up 8.4% 
269.23 up 14.4% 
235.41 up 17.46% 
200.13 up 12.9% 
177.30 — 2.1% 
181.16 up 2.2% 
177.20 — 8.1% 
192.91 up 26.6% 
152.32 up 12.1% 
135.89 up 13.8% 
119.40 up 7.6% 
110.96 — 15.4% 
131.13 — 12.7% 
150.24 — 2.9% 
154.76 up 28.1% 
120.85 — 32.8% 
179.90 up 24.8% 
144.13 up 38.5% 


*Through June 30, 1959, only. 
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RUBBERMAID 


COMMON 


LISTED 


UBBERMAID Incorporated, 

Wooster, Ohio, manufactur- 

er of nationally-distributed house- 

wares, automotive and marine ac- 

cessories and commercial prod- 

ucts, became a listed company on 
June 22. 

Trading began that day in the 
corporation’s 1,298,093 shares of 
$l-par value common stock (tick- 
er symbol: RBD), with the initial 
transaction recorded at a price of 
$17 per share. 

Incorporated in Ohio in 1920 
as The Wooster Rubber Company, 
the name of this enterprise was 
changed in December, 1957, to 
take advantage of the advertising 
and promotion given to its “Rub- 
bermaid” trade-mark products. 

The company now manufac- 
tures more than 75 housewares of 
rubber, wire and plastics, as well 
as such marine accessories as 
deck mats, transom pads, buckets 
and other special products used 
on pleasure boats. During World 
War II, it originated the popular 
auto throw-rug, which is sold 
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through automotive outlets under 
the trade. name “Kar-Rug.” 

Besides the main plant and gen- 
eral offices in Wooster, Ohio, four 
wholly-owned subsidiaries are op- 
erated: Mid-West Metallic Prod- 
ucts, Inc., Cleveland; Nestaway 
Incorporated, Cleveland; James- 
town Finishes, Inc., Jamestown, 
N. Y.; and Rubbermaid (Canada) 
Limited, Cooksville, Ontario. 

Net sales for the six months 
ended March 31, 1959—the first 
half of the current fiscal year— 
increased to $11,524,172 from 
$10,191,168 in the corresponding 
six months of the preceding fiscal 
year. Net income improved to 
$609,039, or 47 cents per common 
share, in the first half of fiscal 
1959 from $464,104, or 36 cents 
on the same basis, a year earlier. 

Rubbermaid now has more than 
2,300 share owners. 

The most recent cash dividends 
they have received were 714 cents 
per share on June 1, which fol- 
lowed payment of the same amount 
early in March. 
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HINDSIGHT vs. FORESIGHT 


VER THE YEARS and in countless 
O cities, one variation or an- 
other of the following theme has 
been heard thousands and _ thou- 
sands of times: 

“If I knew as much about the 
stock market in the 20’s as I do 
today, you can be sure I'd have 
invested a few thousand dollars in 
General Motors—and would I be 
wealthy today!” 

Maybe so. 

But, a lot of investors who 
had great faith in the future of 
the automobile did invest a few 
thousand dollars in the 1920s and 
even earlier in motor company 
shares. Unfortunately, however, 
many of them selected companies 
which did not grow and prosper 
with the country the way General 
Motors did. Instead of becoming 
wealthy, these people saw their 
holdings become worthless when 
their motor companies failed. 

Recently, a reader of The Ex- 
change Magazine sent us the stock 
market page citing closing prices 
for March 11, 1927. 

It seemed like a good idea to 
compare some of the quotations 
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for a generation ago—a date, in- 
cidentally, well prior to the 1929 
stock market crash and the even 
lower market prices a few years 
thereafter—with recent prices. 

The results are shown in the 
tables on the following pages. 

Investors who bought any of the 
15 issues in the first table have 
done very well indeed, but those 
who selected any of the other 15 
have little cause for rejoicing. 

It would have been poss’ e on 
March 11, 1927, to buy 10 shares 
of each of the issues in the first 
table for a total investment of 
$21,856. By March 10 of this 
year, that 150-share portfolio 
would have increased to a remark- 
able 2,255 shares, with an even 
more impressive market value of 
$181,327. That represented a capital 
gain of $159,471, or nearly 716 
per cent, excluding the thousands 
of dollars paid out in cash divi- 
dends during the 32-year period. 

Ten shares of each of the 15 
stocks in the second table would 
have cost just about as much— 
$21,514—on the same 1927 date. 
But by the first quarter of 1959 
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Cost of Number of Shares 
10 Shares Owned on 
Shares Purchased in 1927 3/11/1927 3/10/1959* 

PN 6 kis os 5s od dn nwnd eccinwavcawen $1,350.00 202 
II MIE Ma so 5-5, 0-0:56..6 urges ehh ocwineaeleet 1,250.00 40 
IN SE I To. -sin.s 05:0 rds: 6o mre eS weearee 1,570.00 40 
NE ND ds, ss Sisicn cin.t'e ma watna.ondeoate 1,300.00 138.6 
ee Ee er eer re 1,377.50 96.2 
656 ins, ss, nin ecb ed cers graze wreiasersletbd 1,397.50 55 
I I oon os oo Vic Beedendacaceeeue 1,967.50 140 
NN I a a so. 6a o.0' 5:0 wa Ra win erh wetoenie marae 1,395.00 77.2 
CGN CINE COORG oi oioce rec cceecncaeenesowene t 1,711.25 300 
I ON ok ose aa kc sabin e'a. Wis bier wi meleretaryere 1,790.00 549.6 
NIN eS a. a ca dre.are 0 & Sle wiw aia ere eae’ 1,080.00 92 
NN III, MBs 5:0.) b-scie scene wewswesees «eee 1,238.75 50 
NNN NING GIR ook sede cd wien cdeceeseseee 1,680.00 300.6 
Union Carbide & Carbon Corp................20005 1,145.00 90 
NIN Eaten gn 5 casing slic arararere w.sc6ia 2kcaeiner 1,601.25 84 


32-YEAR RECORD OF 15 COMMON STOCKs|WHICH 


Share 
Adams 
Americe 
Chesape 
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Detroit 

du Pont 
Eastman 
General 
Nationa 


Otis Ele 
Souther: 
Sperry 

Union ¢ 
U. S. St 


* Assuming retention of all shares received as a result of stock dividends and splits. Payments} stock in 


value of the shares owned on 3-10-59. 














the total market value of the port- computation, of course, also ig- ger 
folio—grown to 333 shares— _ nores cash dividend payments. mo 
would have shrunk to $11,431. Twelve of the 15 stocks which the 
That represented a capital loss of have treated investors so hand- abc 
$10,083, or nearly 47 per cent. The somely in the course of the last 
32-YEAR RECORD OF 15 COMMON ons Weal 
Cost of Number of Shares 
10 Shares Owned on 
Shares Purchased in 1927 3/11/1927 3/10/1959* Shar 
American Locomotive Co................0cceeceeee $1,105.00 10 Alco P 
eo oi atari sand gasiicewsene omeon 1,290.00 40 Americ 
Baldwin Locomotive Works .............cc0cececes 1,868.75 4 Baldwir 
Ti ais acho aaidainnseaeoe he 1,131.25 1 Glen A 
Comite ude Ty. Co... 5.5. 0.08 osc ccccswsccuess 1,851.25 40 Canadi 
NN NIN Ga oo dois cesdiccne dna vanineineces 1,527.50 20 Consoli 
American Type Founders Co................00e000. 1,367.50 55 Daystre 
ee ee 1,830.00 30 Delawa 
IS IIE ils <5 50's. slave ke ce'oae teens 1,130.00 30 Genero 
OY WINE BOUINE COs eo ooo ioic.contieedvcinscanss sine 1,163.75 30 Great | 
nets Conte © B.C... 5... asc cesccesessenss 1,260.00 20 Ilinois 
PO I Oia a5 oo ccias lv dae dome dsanouess 1,670.00 40 Interna 
I ona 0G 56S arecaldnein’e-hinae.eale eee 1,380.00 12.8 Macy (I 
NM Mls cadis scisdedvwiancosesenie'anas 1,433.75 10 N.Y. C 
UNE SEMI TON C0 5 «6. corm an-a:s:swiste sins onal diate 1,505.00 40 Wester: 
* Assuming retention of all shares received as a result of stock dividends and splits. Poyments 
the market value of the shares owned on 3-10-59. 
——_____ 
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ares Market Value of ‘ ewe 

. Shares Owned on Capital Appreciation 

oa Shares Held in 1959 3/10/1959 Amount Per Cent 
Eee ee eer $ 5,959.00 $ 4,609.00 341.4 
NI I Go 05.0.0 6107s a c.mrsieiarwia ciate 2,470.00 1,217.50 97.2 
Chesapeake & Ohio Ry................ 2,950.00 1,380.00 87.9 
Pe NEE DIE iin occ aisicccewccasins 3,932.78 2,632.78 202.5 
Continental Insurance Co.. ............ 6,204.90 4,827.40 350.4 
I NN 5.6: 5: 4calsevws ace erece\b0/ Secs 2,550.63 1,153.13 82.5 
du Pont de Nemours ................-- 32,445.00 30,477.50 1,549.0 
RS Lo ee ee eer 11,801.95 10,406.95 746.0 
eee 13,762.50 12,051.25 704.2 
I UM GR 6c. eikcbie. sc susie er merece 62,791.80 61,001.80 3,407.9 
SS ET POET Te 6,704.50 5,624.50 520.8 
I IIE OS 65:4 603 ose srndies cma 2,775.00 1,536.25 124.0 
ee 7,327.13 5,647.13 336.1 
SS Ser 11,745.00 10,600.00 925.8 
I Orr ree 7,906.50 6,305.25 393.8 

Payments #f stock in another company or another issue were not considered in computing the market 

ig- generation show capital gains of number of conclusions from a 

. more than 100 per cent. But, 7 of | study of the two tables. Two may 

Lich the other 15 show capital losses suffice: (1) Hindsight is usually 

nd- above 50 per cent. better than foresight; (2) there are 

last It wouldn’t be difficult to draw a__ both good and poor investments. 

STOCK@WHICH TREATED INVESTORS POORLY 

Shares Market Value of eel 

pe Shares Owned on Capital Depreciation 

59* Shares Held in 1959 3/10/1959 Amount Per Cent 
NR Og ok hace wacnaaireaste $ 212.50 .- $ 892.50 80.8 
I MN os onesie ieee cas ceems 810.00 480.00 37.2 
Baldwin-Lima Hamilton ................ 57.00 1,811.75 96.9 
NS eee 12.63 1,118.62 98.9 
Canadian Pacific Ry. Co................ 1,280.00 571.25 30.9 
Consolidated Edison Co. .............. 1,320.00 207.50 13.6 

TN osc erccdie aed. r0iG.0 le opines 226.19 1,141.31 83.5 
Delaware & Hudson Co................. 870.00 960.00 52.5 
General Ry. Sigmal Co. ..... eccccccces 1,095.00 35.00 3.1 
Great Western Sugar Co. ............. 840.00 323.75 27.8 
Illinois Central R. R. Co. ...........200. 1,020.00 240.00 19.0 
International Shoe Co...............00% 1,430.00 240.00 14.4 

; PANG WE) GO ooo s.0.5. 0 oe eadecaeee 528.00 852.00 61.7 
eS OO se 265.00 1,168.75 81.5 
Ce = er 1,465.00 40.00 2.7 

splits. Poyments of stock in another company or another issue were not considered in computing 
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DIVIDEND 
PAYMENTS 


REACH ALL TIME HIGH 


1 ewan payments to common 
share owners of “Big Board” 
companies during the first six 
months of 1959 set an all-time 
high record and registered the 
seventeenth successive mid-year 
peak in the process. 

The jump in first-half payouts 
this year was more than four times 
the increase recorded in the corre- 
sponding period last year. 

Total disbursements of $4,443,- 
494,810 topped cash payments on 
the same stocks in the same period 
last year by $167,860,170, or 3.9 
per cent. 

The new dividend record — 
equivalent to more than $522 for 
each of the 8,510,000 individual 
share owners of companies listed 
on the New York Stock Exchange 
—largely reflected stepped-up dis- 
bursements by three major groups 
of common stocks: utilities, petro- 
leum and natural gas, and chem- 
icals. 

Payments during the half-year 
by these three groups combined— 
$2,126,434,230, or almost half of 
all dividends paid on listed com- 
mon stocks—increased more than 
$110 million, or 5.5 per cent, over 
payments on the same issues in the 
corresponding 1958 period. Among 
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Successive 
Mid-Year Peak 


all 25 industries tabled here, only 
9 paid less this year than last. 

Proportionately, the biggest 
jump in dividends paid out in the 
first half was registered by the 
shipbuilding and operating group, 
42.3 per cent. Runner-up was the 
amusement industry, recording a 
23.3 per cent gain. The greatest 
decline was 11.6 per cent by the 
leather issues, and second was the 
textile group with a shrinkage of 
6.3 per cent. 

Of the 1,079 common. stocks 
listed at the end of June, 910, or 
84.3 per cent, paid one or more 
cash dividends during the six 
months then ended. 
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Almost 35 per cent of the divi- 
dend payers, 316 to be exact, paid 
larger dividends in the first half 
of 1959 than in the same 1958 
months. Paying the same amounts 
in both periods were 490 issues, 
or about 54 per cent. Smaller pay- 
ments this year were made by 104 
companies, or 1] per cent. 

In the table, the total of 136 
under the heading “Less” includes 





32 issues which did not pay a cash 
dividend, but which did pay in the 
first half of last year. 

Three groups—rubber, services 
and tobacco—had perfect perform- 
ances on the dividend scoreboard. 
All issues in each classification— 
11, 12 and 14, respectively—made 
cash payments. Utilities had the 
next best record, with 110 out of 
111 on the payout side. 





CASH DIVIDENDS ON NYSE LISTED COMMON STOCKS 
Ist 6 MONTHS 1959 vs. Ist 6 MONTHS 1958 














net Number Paying Estimated Cash Payments 

Listed Ist Ist 6 Mo. Per Cent 

Industry 6/30/59 6 Mos. More Same Less 1959 Change 

ES ee ree 37 33 12 18 3 $ 82,385,170 + 1.0 
Amusement ............. 16 12 5 7 17,489,390 +23.3 
Automotive ............. 53 43 11 22 WW 366,610,250 — 0.5 
IM sre: sinteis roi eictemcsiians 36 29 13 14 5 64,510,310 + 6.7 
ere 96 89 36 41 14 502,498,240 + 2.7 
Bree rere 50 38 1 21 7 199,502,720 + 2.4 
OS eee 43 36 10 21 z 102,493,950 — 2.9 
Foods, Commodities ...... 83 71 28 38 6 167,453,210 + 5.8 
NINE acs Sceierkudce esowewe 10 8 2 3 3 11,609,200 —11.6 
MCnINOTY 6... ccccices 126 95 27 49 30 211,409,270 — 2.0 
NE sd Siento srere caare:ane 43 29 7 20 4 121,254,250 — 0.8 
Office Equipment ........ 11 8 2 3 3 13,113,160 + 4.7 
Paper & Publishing ...... 38 35 8 21 6 94,090,380 — 0.4 
Petrol. & Nat. Gas....... 47 38 11 24 4 697,924,950 + 3.2 
Railroad & R. R. Equip. ... 62 46 11 27 10 166,930,530 — 0.4 
Real Estate ............. 11 9 § 4 1 10,132,240 — 1.5 
Retail Trade ............ 61 56 23 29 6 200,849,590 +15.4 
OE ere 11 11 > 6 — 43,979,280 + 1.8 
eee eee 12 12 6 5 1 17,342,470 + 7.3 
Shipbuilding & Oper. .... 10 9 4 5 oa 12,456,610 +42.3 
re 35 31 10 18 4 237,120,620 + 4.5 
EE ee ee ree 40 30 7 16 9 30,143,510 — 63 
PRS iW vccsia'aroe-d cvasace 14 14 6 8 —_ 65,009,430 + 9.2 
ME ole ior de G 11 110 49 60 1 926,011,040 + 8.9 
MIS eb via cars mcndces _ 23 _ oe _10 1 81,175,040 + 2.6 
1079 910 316 490 136 $4,443,494,810 + 3.9 
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SAMPLE COPY 
CHANGES IN PRICES OF LISTED COMMON 


~eglN MONTH ENDED JULY 15,1959 


NUMBER PERCENTAGE 
OF ISSUES PRICE CHANGE 


EES WER ER ERS ces TBR ETH BE Pp 


10% & OVER 
& TO 10% 
6 TO 8% 
4 TO 6% 


2 TO 4% 


LESS THAN 2 %e 





DOWN 
LESS THAN 2% 





10 %o & OVER 


DOW- JONES STANDARD & POOR'S 
65-STOCK AVERAGE 500-STOCK INDEX 
210.26 JUNE (5 57.29 
220.86 JULY 15 59.59 
+ 5.0 oe CHANGE + 4.0 °lo 





ous 





